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ACTI ON NARRATI VE

1: 36: 39 PM

CHAI R BERT STEDMAN cal led the Senate Health and Social Services
Standing Conmttee neeting to order at 1:36 p.m Present at the
call to order were Senators, Kelly, Myer, and Chair Stedman.
Senator M cciche arrived shortly thereafter.

SB 135- EXTEND ALASKA HEALTH CARE COVM SSI ON

1:37:19 PM
CHAI R STEDMAN announced that the only order of business would be
SB 135.

DAVID SCOIT, Staff, Senat or Donny O son, Al aska State
Legi sl ature, Juneau, Alaska presented SB 135 on behalf of the
sponsor. He explained that the bill extends the sunset of the
Al aska Health Care Conmm ssion until June 30, 2017. He said the
Comm ssion was established in 2010 and consists of eleven voting
menbers and three non-voting nenbers representing the Al aska
House of Representative, the Senate, and the Ofice of the
Gover nor .

He noted that the Legislative Auditor has concluded that the
Commi ssion is serving the public interest and is neeting its

statutory obl i gati ons. There are somne concerns and
recomendati ons suggested by Legislative Budget and Audit
(LB&A) . The bill has an attached Departnment of Health and

Soci al Services fiscal note.
CHAI R STEDVAN opened public testinony.
1: 39: 52 PM

DAVI D MORGAN, Menber, Al aska Health Care Conmm ssion, Anchorage,
Al aska, spoke in support of SB 135. He remarked that data and
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reports from AHCC have been used extensively, especially those
related to cost transparency and cost drivers related to health
care cost increases. He said, as an econom st, he finds AHCC
studies and information have hel ped to solve problens related to
increasing health care costs, such as those related to the
Anchorage School District - Medicaid, insurance rates, and
retiree health care costs. He pointed out that retiree health
care costs are the main driver of increasing costs on the public
and private sectors.

He said the Conm ssion has held unbiased studies to hel p devel op
i deas to address these problenms. The Commi ssion is a good return
on investnent for the state and for the public. Alaska health
care insurance underwiters voiced appreciation for the credible
information provided by the Commr ssion about containing health
care costs.

1:44: 21 PM

CHAI R STEDVAN noted a fiscal note from the Department of Health
and Social Services showing the cost to continue the Comm ssion
in the anmount of $165,000 in federal funds and $335,000 in
general funds for a total of $500,000. The funding is currently
included in the CGovernor's proposed FY 15 operating budget. He
said the bill wuld be heard next in the Senate Finance
Comm ttee.

1:45:14 PM

KRIS CURTIS, Legislative Auditor, Legislative Audit D vision,
Juneau, Al aska, presented information related to SB 135. She
read fromthe follow ng report:

Qur agency conducted a sunset review of the Al aska
Health Care Conmm ssion. The report is dated My 6,
2013 and should be in your neeting packets. The
purpose of the audit was to determ ne whether the
conmi ssion was operating in the public's interest and
whet her its term nation date shoul d be extended.

Since this commssion is new, our audit provided
background information on its creation. The Al aska
Health Care Commission was created as a way to help
reform health care in Alaska. It was first established
by an Admnistrative Oder in 2008 and then
reestablished in statute in 2010. The |egislature
intended for the comm ssion to achieve reform through
developing a statewide health plan. The health plan
was to be based on 'education, sustainability,
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managenment  efficiency, health care effectiveness,
public private part ner shi ps, research, per sona
responsibility, and individual choice.'

The original comm ssion established in 2008 did not
consider itself responsible for developing a statew de
health plan. Instead, the conmission focused its
efforts on specific policy recommendations. Wen the
comm ssion was reestablished in statute in 2010,
comm ssion nenbers agreed to continue the prior
comm ssion’s work and use the sane general approach.
Rat her than working on a state plan, the commi ssion
collected information from various cost studies and
devel oped high |evel policy recomendations. The
commi ssion also established general priorities which
evolved into a strategic framework. The framework is
summari zed as Appendi x A of the audit report.

Overall, the audit concluded that the comm ssion is
operating in the public’'s interest, but inprovenents
in the developnent of a state health plan are needed
to justify its continued existence. The legislature
intended the commssion to work together wth the
Departnment of Health and Social Services to create a
conprehensive health plan. Though wvarious policy
recommendat i ons were devel oped, the comm ssion did not
coll aborate with DHSS to achieve its intended outcone
and there is no state health plan. Consequently, the
audit recommends only a three year extension — which
we consi dered adequate tinme to devel op a plan.

The audit concludes that this commssion is active.
Several studies have been conducted and the foundation
for a plan has been devel oped. Qur concern is that the
framework |acks the actionable conponents necessary
for effective inplementation. It does not identify
specific actions to be taken, the tineframe for
conpletion, the organization responsible for taking
action, the definition of a successful outcone, nor
does it specify how progress will be nonitored and
measured. Wthout a statewi de health plan, the actions
of the commssion may not effectively inpact health
care in Alaska. The audit recomends the comm ssion
coordinate with DHSS comm ssioner to identify each
agency’ s rol es and responsibilities regar di ng
devel opi ng a plan and pursue devel opnent accordingly.
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The audit also includes tw admnistrative-type
recommendations. One to inprove public noticing of
neetings and one to ensure annual reports include all
statutorily required conponents.

1: 48: 54 PM
WARD HURLBURT, Chief Medical Oficer, Departnent of Health and
Soci al Servi ces, Chai r, Al aska Heal t h Car e Conmmi ssi on

Anchorage, Alaska, provided information related to SB 135. He
expl ained that the Conm ssion was established to look at the
issues of affordability, accessibility, and quality of health
care. The Conmi ssion has spent nost of its time |ooking at
issues related to cost and quality, which go hand in hand.

He reported that the United States has the highest health care
costs in the world. He conpared costs in the US. to those in
Switzerland. Alaska has the highest health care costs of all
states, except for Massachusetts, and spends nore than $8

billion a year. The state governnent spends about $2.5 billion a
year on Medicaid and enployee and retiree health care plans. The
unfunded cost for state retirees is about $4 billion, which

coul d be brought down by changi ng health care spendi ng.

DR. HURLBURT referred to a recent headline in the Anchorage
Daily News on January 22 about health care costs in their school
district. Over the last 30 years, the Anchorage School District
has had an average salary increase of about 1 percent above the
rate of inflation, but health care costs have increased by 15
percent nore than the cost of inflation. Benefits costs have
gone from 20 percent of the conpensation costs to 45 percent
The Juneau and Fairbanks School Districts have the sane
findi ngs.

He indicated that the U.S. News and Wrld Report and the Los
Angeles Tinmes recently reported that in California hospitals a
standard delivery costs between $3,300 and $37,000. He gave
anot her exanple of high nedical costs in the New York Tines. The
Econom st had an article called "Need to Know' that highlighted
differences in nortality rates. He concluded that issues of
transparency in ternms of costs, outconmes, and quality are a
focus of the Conm ssion.

DR.  HURLBURT observed that the legislative audit was very
hel pful and constructive. The Comm ssion has enbraced the idea
of fostering a departnent statewi de health plan. The Conmmi ssion
serves as a convener for payers, the departnent, and the
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adm nistration regarding health care costs and transparency. He
stressed that the Commssion is not |ooking for a governnent
solution, but rather a market-based solution. He enphasized that
equal partnerships will serve Al askans well and providers need
to be | eaders in the process.

1:55:19 PM
SENATOR MEYER asked if three years is enough tinme to develop a
heal th care pl an.

MR. HURLBURT replied that the audit is a positive and
constructive process and three years is a reasonable tine. He
suggested setting a md-point to determne if the Commssion is
nmeeting the needs of the state.

SENATOR MEYER asked why the Comm ssion enploys two full-tine
peopl e.

MR. HURLBURT expl ained that in the Conm ssion's role of convener
and facilitator, there is a lot of outside work and
representation to do. He described the roles each enployee does
regarding putting docunents together, developing policy, and
provi ding adm ni strative support.

1:57:35 PM
SENATOR MEYER i nquired about the funding and whether there is a
state match.

MR. HURLBURT clarified that the state qualifies for Medicaid
fundi ng whi ch equal s about one-third of the budget.

1:58:10 PM
SENATOR MEYER nobved to report SB 135 from committee wth
i ndi vi dual recommendati ons and attached fiscal note(s).

CHAI R STEDVAN announced that w thout objection, SB 135 noves
from the Senate Health and Social Services Standing Conmittee
with the request for a finance commttee referral because it has
a fiscal note

1:59:12 PM

There being no further business to conme before the commttee
Chair Stednman adjourned the Senate Health and Social Services
Standing Conmttee at 1:59 p. m
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